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SUBJ: CONVERSATION WITH EOREIGN TRADE MINISTER 

1. SMMARY - DURING THE COURSE OE AMBASSADOR GATES' MAY 7 
EAREWELL CALL OG EOREIGN TRADE MINISTER, LI CHIANG DESCRIBED 
IN POSITIVE TERMS THE PROSPECTS EOR SINO-US TRADE, INCLUDING 
PURCHASES UNDER COCOM. EOLLOWING ARE LI’S COMMENTS ON CHINA'S 
ECONOMY AND EOREIGN TRADE AND ON SINO-US TRADE RELATIONS. 

END SUMMARY 

2. EOREIGN TRADE PLANS - UNDER THE EOREIGN TRADE PLAN TO BE 
INITIATED IN THE SECOND HALF OF THIS YEAR, IMPORTS WILL 
INCREASE. CONSUMABLES WILL MAKE UP PART OP THESE IMPORTS; 

SUGAR AND EDIBLE OIL HAD ALREADY BEEN PURCHASED, EOR INSTANCE. 

EMPHASIS, HOWEVER, WILL BE ON IMPORTS OF "KNOW-HOW," EITHER IN 
THE PORM OP COMPLETE PLANTS OR LICENCES OF TECHNOLOGY AND 
PETENTS. 

3. PROSPECTS EOR SALES OF US TECHNOLOGY - IMPORTS OF TECHNOLOGY 
WILL BE SELECTED ON A COMPETITIVE BASIS, THE THREE MOST IMPORTANT 
ASPECTS OP WHICH ARE DELIVERY TERMS, PRICE, AND QUALITY. 

THE US IS QUITE COMPETITIVE. JAPAN AND WEST GERMANY ARE ALSO 
COMPETITIVE, BUT IN SOME ASPECTS THE US HAS A DEPINITE EDGE OVER 
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OTHERS. DELIVERIES OP BOEING AIRPLANES, EOR EXAMPLE, HAD BEEN 
MUCH QUICKER THAN DELIVERIES OF TRIDENTS. US TECHNOLOGY IN THE 
PAST HAD BEEN OBTAINED BY PURCHASES PROM THIRD COUNTRIES; 

CHINA WILL ALSO BE BUYING DIRECTLY PROM THE US IP THE TERMS WERE 
PAVORABLE. THE PRC IS PRESENTLY NEGOTIATING WITH AMOCO EOR THE 
PURCHASE OP "PTA" LICENCES. 
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3. AGRICULTURAL PURCHASES - CHINA HAS ALREADY PURCHASED SOYABEANS, 
FROM AN INTERNATIONAL FIRM, A LARGE PORTION OF WHICH WILL COME 
FROM THE US. IN THE FUTURE CHINA WILL CONSIDER DIRECT PURCHASES. 
NEGOTIATIONS ARE PRESENTLY UNDERWAY IN PEKING FOR THE PURCHASE 

OF US WHEAT. THE PRICE IS HIGH, HOWEVER, BECAUSE OF 
TRANSPORTATION COSTS TO WEST COAST PORTS. 

4. TRADE FINANCING - THE REPORTS THAT THE PRC ENJOYED A TRADE 
SURPLUS LAST YEAR "WERE NOT WITHOUT FOUNDATION." IMPORTS HAD BEEN 
SEVERELY CURTAILED BY THE GANG OF FOUR, BUT EXPORTS FROM THE 
VARIOUS PROVINCES WERE RELATIVELY UNAFFECTED. AN 

EXTENSION IN SUPPLIER CREDITS IS UNDER CONSIDERATION BUT, AS 
BEFORE, BANK LOANS WILL NOT BE ACCEPTED BY THE PRC. 

5. DOMESTIC ECONOMY - THE TANGSHAN MINES, DAMAGED BY THE EARTH- 
QUAKE, ARE STILL NOT BACK IN FULL PRODUCTION, BUT CONSIDERABLE 
PROGRESS HAS BEEN MADE IN REPAIRING THE DAMAGE DONE THE ECONOMY 
BY THE GANG OF FOUR. AT ONE TIME THE CHENGCHOW RAILROAD STATION 
HAD BEEN COMPLETELY CLOSED, AND THE TRANSPORT OF COAL AND COKE HAD 
BEEN SEVERELY DISRUPTED. THIS HAD REDUCED POWER PRODUCTION WHICH, 

IN TURN, HAD CAUSED SOME FACTORIES TO CURTAIL PRODUCTION. NOW 

THE RAILROADS ARE MOVING THEIR NORMAL QUOTA OF COAL, AS WELL 
AS REDUCING THE BACKLOG WHICH HAD BUILT UP LAST YEAR. THE 
FACTORIES ARE BACK TO NORMAL. 

5. IN ANSWER TO AMBASSADOR GATES QUESTION CONCERNING THE ROLE OF 
DEFENCE-ORIENTED IMPORTS IN THE PRC TRADE PLAN, LI SAID THAT 
COCOM HAD PROVED A HINDRANCE IN THEDEVELOPMENT OF US-CHINA TRADE. 
THE CONDITIONS ATTACHED BY THE US TO SALES UNDER COCOM WERE SOME- 
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TIMES "NOT NORMAL." LI ADDED THAT THE ONLY OTHER HINDRANCE TO 
INCREASED TRADE GENERALLY WAS US TARIFFS, WHICH FOR SOME GOODS IS 
RATHER HIGH. IF THE US COULD NOT LOWER ITS TARIFFS, IT MAY CAUSE 
SOME FUTURE DIFFICULTIES. 

6. COMMENT: LI'S FRANK REMARKS AND HIS POSITIVE DISCUSSION OF 
TRADE PROSPECTS WAS ALL THE MORE NOTABLE IN VIEW OF HIS FAILURE 
TO MENTION NORMALIZATION OR THE SHANGHAI COMMUNIQUE. 

GATES 
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